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May 7, 2014

Public Service Commission of South Carolina

101 Executive Center Dr., Suite 100

Columbia, SC 29210

Subject: CUC, Inc. Service Rate Adjustment Request
Callawassie Island and Spring Island, Beaufort County, South Carolina

Zo/I.z2J
FAX 843-669-0135

p_C SC
CLER;_.'S O;F!C,E

Dear Commission:

CUC presently serves 1,241 water customers and 704 wastewater customers on Callawassie Island and

Spring Island in Beaufort County. The Public Service Commission of South Carolina issued CUC's current
service rates in DOCKET NO. 2005-87-W/S, ORDER NO. 2005-535 on September 27, 2005.

CUC purchases all of its water as a wholesale water customer of Beaufort-Jasper Water & Sewer
Authority (BJWSA). At the time the above Order was issued, BJWSA's wholesale water rate to CUC was $1.64

per thousand gallons. Subsequently, the wholesale rate was increased to $1.86 per thousand gallons, and then on

July 1,2011, the rate increased again to $2.06 per thousand gallons. CUC requested and was granted by the PSC

on July 22, 2011, a pass through of the 2011 increase of $0.20 per thousand gallons (Docket No. 2011-221-WS -
Order No. 2011-481). This action was authorized under S.C. Code Ann. § 58-5-240(G) where the proposed
modification to rates or tariffs do not require a determination of the entire rate structure and overall rate of return.

This approval set our customer water rate at $3.56 per thousand gallons.

On May 2, 2014, BJWSA notified CUC that a new increase in CUC's wholesale water rate will become
effective on their July 1, 2014 water billing to CUC. The new rate to CUC will be $2.26 per thousand gallons,
which is a 9.7% increase over their current rate of $2.06 per thousand gallons and a 22.9% increase over the

modified rate granted to us in July, 2011. CUC's present water rate to its customers is $3.56 per thousand gallons

which is only $1.30 per thousand gallons above the BJWSA wholesale rate.

Based upon CUC's purchase of wholesale water for the past twelve months in the amount of 77,210,800

gallons, the new rate increase will increase CUC's annual cost for this wholesale water by $15,442.16. CUC

respectfully requests that the Commission issue an order that allows the new increase of $0.20 per thousand

gallons to be issued as a pass through to CUC's customers. While we are in the process of preparing a full-fledged
rate case to adjust CUC's rates to a more equitable position that reflects all of CUC's current costs, we feel that
we need relief on this BJWSA increase immediately.

We are enclosing copies of all documentation that we have received from BJWSA regarding this increase.

Please let us know if we can provide you with any additional information.

Thank you for your consideration of this request.

Sincerely yours

Susan B. Mikell

Secretary-Treasurer

cc: Office of Regulatory Staff

Enclosures (13)
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Customer Service 843.987.9200

Operations & Maintenance 843,987.9220

Engineering 843.987.9250

www.bjwsa.org

"Inspire trust and enhance public health"

ED SAXON, PE, GENERAL MANAGER

843.987.9249 (o) J 843.263.1924 (c)

May 2, 2014

Mr. Billy Burnette
Callawassie CUC, Inc.

2109 Timberland

Florence, SC 29506

Re" Wholesale Water Rate Increase

Dear Mr. Burnette,

Please accept this letter as notification that your Wholesale Water Rate will be increasing
effective July 1, 2014. After updating our cost of service rate model, the new rate per 1,000 gallons

will be $2.26. We anticipate our Board will adopt this rate at the June 26, 2014 meeting.

Since rates were set in 2011, BJWSA has experienced a decrease in demand primarily due to

higher than average rainfall, Total system demand for FY2014 is projected to be 9.5% lower than
FY2012 and forecasted FY2015 demand is 7.5% lower than FY2012 which is the most significant

factor in the rate increase. Expenditures for FY2015 are forecasted to come in 4.7% higher than

FY2012 and Renewal and Replacement requirements have also increased. Our cost of service

projections reflect conservative revenue growth coupled with increases in costs such as power, fuel

and chemicals.

In year's past, we have set rates with the expectation that the rate would be good for 3 years. We
are in the latter stages of building a new Cost of Service (COS) model and that model will be ready in

early fall. For this reason, we are setting the FY2015 rate as a 1 year rate and we will be performing
another full CoS update in the fall utilizing the new model.

I am attaching the key schedules from our cost of service model that show the costs and

calculations that support the wholesale rates. The current model update resulted in only minimal

allocation changes as a result of anticipated growth and shifts in the customer classes. There have

been no methodology changes in the model.

You are a valued wholesale customer and I would be happy to meet with you or your staff to

review the cost of service methodolo_, the schedules attached and your rate. If you have any

questions or concerns, please feel free to contact me at 843-987-9290.

Sincerely,

 ottie Holms@

Chief Financial Officer

DAVID S. LOT']"

CHAIR

JAMES E. BAKER

JACK E. BURKE

DR. WILLIAM SINGLETON

DONNA L. ALTMAN JAMES N. SCOTT

VICE CHAIR SECR E-_'AI_&T RE'a_ U II_ R

MICHAEL L. BELL LORRAINE W. BOND

BRANDY M. GRAY DONALD A. MANSON

W. R. "SKEET" YON HARTEN



Table 2

BJWSA COS Model

O & M Cost Allocation Factors

.... T - 2015 PDP 2012-2014 PDP 2009-2011 PDP 2006-2008

Water I Sewer Water I Sewer Water Sewer Water I Sewer l Basis

Direct Water O&M 100% 0% 100% 0% 100% 0% 100% 0% Direct Allocation

Direct Sewer O&M 0% 100% 0% 100% 0% 100% 0% 100% Direct Allocation

Indirect O&M

Lab 54% 46% 50%

Engineering & Construction 60% 40% 60%

Mapping 60% 40% 60%

Customer Service 60% 40% 60%

Meter Reading 60% 40% 60%

Financial 60% 40% 60%

Information Technology 60% 40% 60%

50% 50% 50% 50% 50% Labor Allocation

40% 60% 40% 65% 35% Customer Accounts/Prof. Judgement

40% 60% 40% 65% 35% Customer Accounts/Prof. Judgement

40% 60% 40% 65% 35% Customer Accounts/Prof. Judgement

40% 60% 40% 65% 35% Customer Accounts/Prof. Judgement

40% 60% 40% 65% 35% Customer Accounts/Prof. Judgement

40% 60% 40% 65% 35% Customer Accounts/Prof. Judgement

G&A
Franchise Fees 55% 45% 55% 45% 57% 43% n/a n/a Direct Allocation

All Other G&A 60% 40% 60% 40% 60% 40% 65% 35% CustomerAccounts/Prof. Judgement

Relevant Data for Allocation Factors
Retail Accounts 49,045 34,667 46,241 32,058 43,620 29,204 40,694 26,886

Percentage of Retail Accounts 59% 41% 59% 41% 60% 40% 60% 40%
Wholesale Accounts 7 1 7 1 8 3 8 3

Percentage of Wholesale Flow 29.7%
31.9% 30.7% 36.3%

Lab Cost Allocation Factors

Manpower 50% 50% 50% 50% 50% 50% 50% 50%

Operating Costs 57% 43% 57% 43% 57% 43% 57% 43%

_ ........_'L_.._'_'_e._ ___ =-.:--_'t_._'
___ _'_,*;_-_; .................... PDP 2006-2008

2015 PDP 2012-2014 PDP 2009-2011

IWhole.aleI ret , I I  olesaleI Rata,II WholeealeI Rata,11Whol eleI Retatl I Basis

Division

Source of Supply 29.7% 70.3% 28.6% 71.4% 27.9% 72.1%
Water Treatment 29.7% 70.3% 28.6% 71.4% 27.9% 72.1%

Transmission&Distribution

I T,,,_. I o_,t,=b. I I T.... I D_,,=b.
45% 55% 50% 50%

38.0% 62.0% Wholesale & Retail Demand

38.0% 82.0% Wholesale & Retail Demand

II "r..... I D_,t,_b.II T..... I o_,_t,, t
75% 25% 75% 25% Voumetdc Capacity of Lines

I Wholesale I Retatl I I Wholesale I retail I I Wholesale I retail tl Wholesale t Retail I

Transmission 29.7% 70.3% 28.6% 71.4% 27.9% 72.1% 38.0% 62.0% Wholesale & Retail Demand

Distribution 0.0% 100.0% 0.0% 100.0% 0.0% 100.0% 0.0% 100.0% Retail Demand

Lab 29.7% 70.3% 28.6% 71.4% 27.9% 72.1% 38.0% 62.0%

Engineering & Construction 29.7% 70.3% 28.6% 71.4% 27.9% 72.1% 38.0% 62.0%

Mapping 29.7% 70.3% 28.6% 71.4% 27.9% 72.1% 38.0% 62.0%

Customer Service 1.5% 98.5% 1.5% 98.5% 1.5% 98.5%

Meter Reading 1.5% 98.5% 1.5% 98.5% 1.5% 98.5%

Financial 29.7% 70.3% 28.6% 71.4% 27,9% 72.1%

IT 29.7% 70.3% 28.6% 71.4% 27.9% 72.1%

Wholesale & Retail Demand

Wholesale & Retail Demand

Wholesale & Retail Demand

10.0% 90.0% Professional Judgement

10.0% 90.0% Professional Judgement

38.0% 62.0% Wholesale & Retail Demand

38.0% 62.0% Wholesale & Retail Demand

G&A
Franchise Fees 0.0% 100.0% 0.0% 100.0% 0.0% 100.0%

All Other G&A 29.7% 70.3% 28.6% 71.4% 27.9% 72.1%

0.0% 100.0% Policy Decision

38.0% 62.0% Wholesale & Retail Demand

Relevant Data for Allocation Factors
Water Demands 29.7% 70.3% 28.6% 71.4% 27.9% 72.1% 38.0% 62.0%



Table 2
BJWSA COS Model

O & M Cost Allocation Factors

2o15--] PoP2ot2._o_,-_rPoP_oo,.2o_-_r-PoP2006_2008]
Water I Sewer I I Water t Sewer,J |Water I Sewer I I Water t Sewerl Basis

Division
Capital Outlay 50.0% 50.0% 50.0% 50.0% 56.3% 43.7% 47.0% 53.0% Direct Allocation of budgeted projects
Transfers to C&D 40.7% 59.3% 38.8% 61.2% 34.3% 65.7% 58.0% 42.0% R&R Study Model Direct Allocations

I 20_5_ r PDP2012-20_PDP200_-201_PO_=00_-2008]w--,e, II iWholesale I Retail| BasisWholesale I Retail I

Division
Debt Service 10.0% 90.0% 11.8% 88.2% 6.8% 93.2% 9.0% 91.0% Forecast Demand

Histodcal Peaking Factors
Forecast Value of Assets Used
Assets Used net of Contributions

Capital Outlay 29.7% 70.3% 28.6% 71.4% 27.9% 72.1% 38.0% 62.0% Forecast Demand

Transfers to C&D 29.7% 70.3% 28.6% 71.4% 27.9% 72.1% 38.0% 62.0% Forecast Demand
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